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ABBREVIATIONS

Certain terms and abbreviations have been used in this report for convenience.

Definitions are as follows:

ACS
ADWF

CIP
County
CWSRF
District
DWR
ENR CCI
FY

HE
IRWM
MCC
MHI
Oo&M
PACE

Park Service

SWRCB
USDA RD
WWMP
WWTP

American Community Survey

Average Dry Weather Flow (The average rate of wastewater
flow during summer months.)

Capital Improvement Plan

Tehama County

Clean Water State Revolving Fund

Sanitation District No. 1 Mineral

Department of Water Resources

Engineering News Record Construction Cost Index

Fiscal Year

Household Equivalent

Integrated Regional Water Management

Motor Control Center

Median Household Income

Operations and Maintenance

PACE Engineering, Inc.

Lassen Volcanic National Park Service Headquarters

State Water Resources Control Board

United States Department of Agriculture Rural Development
Wastewater Master Plan

Mineral Wastewater Treatment Plant



TEHAMA COUNTY SANITATION DISTRICT NO. 1 MINERAL
2019 WASTEWATER RATE STUDY
DECEMBER 2019

EXECUTIVE SUMMARY

A. INTRODUCTION

Tehama County Sanitation District No 1. Mineral (District) is owned and operated by
Tehama County (County) Department of Public Works. The District provides wastewater
service to the rural unincorporated community of Mineral, CA, located approximately

40 miles to the northeast of Red Bluff, adjacent to Lassen Volcanic National Park. The
District’s current service area boundary consists of approximately 85 acres (0.13 square
miles). However, the District’s ultimate service area boundary, mentioned in the

1965 Feasibility Report completed by Clair A. Hill and Associates, is approximately

280 acres (0.4 square miles) and contains areas outside the District’s boundary, including
Lassen Volcanic National Park Service Headquarters (Park Service) and the Caltrans
Maintenance Station. However, the U.S. Forest Service Campground at Battle Creek and

adjacent church campground were not included in the ultimate boundary. See Figure 1.

B. PURPOSE AND SCOPE

As part of the 2019 Wastewater Master Plan (WWMP), PACE Engineering, Inc. was
retained by the County to review current wastewater service charges and recommend
feasible rate increases that cover the costs of operating and maintaining the wastewater
system. This included most improvements recommended in the immediate and near terms

of the capital improvement plan (CIP) included in the 20-year WWMP.

This report presents results of the review and analysis of the District’s current wastewater
service charges. This review was conducted to develop a rate increase program that
would provide revenues needed to allow the County to recover the total costs of operating
and maintaining the District from existing and future customers. Costs reviewed included
operation and maintenance (O&M), debt service, capital replacements due to equipment

age, capital additions due to growth, administration, and depreciation.



The proposed rate structure was developed under the premise that service charges would
be equitable such that, as nearly as practical, each customer would pay their fair share of

the costs of providing the services received.

The scope of this study includes an updated review and analysis of operation of the
District’'s Nonmajor Wastewater Enterprise Fund based upon historic expenditures and
revenues, the proposed CIP as indicated in the 2019 WWMP, and projected future

revenue requirements.

Work performed included:

e Meeting with County staff to collect and review available information and the
methodology to be used in the development of the recommended rate structure
for wastewater services.

e Reviewing historical account information and anticipated future costs for the
five-year study period (Fiscal Year 2020-2021 [FY 20-21]) through FY 24-25).

e Perioritizing capital improvement funding needs from the 2019 WWMP and
supplemental improvements the County has deemed warranted.

e Developing a forecast of annual revenue requirements.

e Recommending a rate structure that generates the level of revenue needed, with
a distribution of those costs on an equitable basis between current and new

customers.

C. STUDY ASSUMPTIONS

The following assumptions were used to analyze and project future costs, revenues, and

wastewater rates for this study:

e Proposed wastewater service charges should be increased such that sufficient
revenues are generated by the end of FY 24-25 to cover the costs of system

O&M and the replacement of capital improvements allocated to system users.



Revenues generated from wastewater capacity charges will fund future capital
expansion improvements and debt service payments for growth-related
improvements. These revenues will not be used for operating expenses.

Refer to the Financial Considerations section of the 2019 WWMP for details of
the recommended capacity charge related to growth. All rates discussed herein
are not growth related and therefore are only to fund O&M of the existing system
and currently needed capital improvements primarily due to aging infrastructure
and operational safety.

The District’'s Nonmajor Wastewater Enterprise Fund will operate with a
balanced budget while maintaining reserves and replacement funds.

In an attempt to avoid the need for another significant improvement project and
substantial rate increase immediately after completion of that currently planned,
50% of depreciation will be funded at this time. It is recommended rates

eventually be adjusted to fund 100% of depreciation.

D. WASTEWATER RATE AND FINANCIAL RECOMMENDATIONS

SUMMARY OF WASTEWATER FINDINGS

Findings related to the District’'s wastewater system are summarized below:

The current wastewater rate structure consists of a fixed annual service charge
with all single-family household equivalent (HE) accounts being charged one
base rate per family unit. HEs are typically calculated for each non-residential
account based on fixture counts (i.e., toilets, sinks, baths/showers, etc.)
established in the past. All accounts with flows expected to be greater than one
HE are charged based on the calculated number of HEs times the base rate. All
remaining accounts are charged the base amount.

Current District wastewater rates do not provide sufficient revenues to sustain
O&M expenditures or fund a capital replacement program at levels desired for
long-term system reliability. The District's Nonmajor Enterprise Wastewater
Fund was short $9,795 in FY 19-20.

Vi



e There is not currently a wastewater capacity charge to fund growth-related
capital improvement costs on a pay-as-you-grow basis. A portion of future
capacity charges will likely need to be allocated to debt service for

growth-related improvements.

WASTEWATER RATE RECOMMENDATIONS

Wastewater rates recommended for adoption in FY 20-21 through FY 24-25 are
summarized in Table 1. To complete a rate increase, Proposition 218 procedures will
likely take several months; therefore, steps should be taken immediately for rates to

become effective July 1, 2020.

The typical annual residential wastewater bill of $516.00 will increase once over the next

five years by approximately $474.72 (92%).
It is recommended the District review the basis for determining HEs to a flow-based rate
structure or, at least, verify the number of fixtures for all non-residential connections during

completion of the next rate study.

WASTEWATER FINANCIAL PLAN RECOMMENDATIONS

The following recommendations are made with respect to the fund structure and reserve
policies of the Wastewater Enterprise. These recommendations are intended to improve
the financial condition of the Wastewater Enterprise and minimize the potential for future

rate volatility.

¢ A minimum operating reserve of 20% of the budgeted total expenses less
on-going capital projects is recommended. Operating reserves provide funds
available for emergencies, unanticipated fluctuations in revenues relative to
costs, and other unforeseeable events.

e A Wastewater Improvements Depreciation/Extraordinary O&M Reserve Fund

should be maintained. The need for wastewater system improvements can vary

vii



from year to year, thus unspent funds budgeted for capital improvements of
aging infrastructure should be transferred to this fund at the end of each fiscal
year so they can be used for future capital improvement needs.

Review and update other fee-related services within the Wastewater Enterprise
Fund, such as callouts, contractor hookups, etc.

Review inflationary trends annually using the Consumer Price Index and confirm
that inflation is still within the 3% inflation factors used in the five-year financial
plan. Higher-than-projected inflation may require adjustments to the proposed
rate schedule.

Update this Rate Study within five years.

To ensure that future growth is paying its fair share of the capital improvements,
the County should adopt a capacity charge for the Wastewater Enterprise at
100% of the recommended value. In addition, Improvement Fees should be
adjusted for inflation on an annual basis in accordance with changes in the
Engineering News Record, Construction Cost Index (ENR CCI), which currently
stands at 11,381 for December 2019. The ENR CCI has been in place since
1908 and indexes the cost of construction taking into account 200 hours of
common labor at a rate averaged over 20 cities, plus 25 hundredweight of
standard structural steel shapes, 1.128 tons of Portland cement, and

1,088 board feet of 2x4 lumber.
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TEHAMA COUNTY SANITATION DISTRICT NO. 1 MINERAL
2019 WASTEWATER RATE STUDY
DECEMBER 2019

I. CURRENT WASTEWATER RATES

The latest Wastewater Rate Ordinance No. 1911 was adopted by the County Board of
Supervisors on September 9, 2008, and is included in Appendix A. Prior to this, rates
had remained unchanged since approval of Ordinance No. 15, which passed in 2001.

Refer to Appendix B for Ordinance No. 15.

Due to the relatively small size of the system and lack of large commercial and industrial
users, the current wastewater rate structure is not adjusted for the organic strength of
the wastewater. Single-family units are charged one base rate per household
equivalent (HE), based on the Mineral Wastewater Treatment Plant (WWTP) average
dry weather flow (ADWF). HEs are calculated for each non-residential account based
on fixture counts (i.e., toilets, sinks, baths/showers, etc.) established in various past
reports and studies including past rate ordinances, assessment districts, works plans,
and other past correspondence between the Sanitation District No. 1 Mineral (District),
PACE Engineering, Inc. (PACE), and property owners. The annual wastewater bill is
then computed by multiplying the number of HEs times the base rate. Historical
wastewater rates are summarized in Table 2. As shown therein, the current wastewater

rate structure has not been adjusted since January 1, 2009.

Il. HISTORICAL GROWTH AND EXPENDITURES

A. HISTORICAL WASTEWATER CUSTOMERS AND FLOWS

According to the District, growth in the last ten years within Mineral has only consisted
of the addition of six Park Service RV campsites, which results in an HE-equivalent
annual growth rate of about 0.1%. On May 1, 2017, the Department of Finance
released Tehama County (County) population growth data that indicated the County
had a 0.2% annual growth rate from 2010 to 2017. Additionally, the Department of
Finance released County population growth projections prepared by the Demographic

Research Unit in January 2018. It was projected therein that the County would see an

Tehama County Sanitation District No. 1 Mineral 1
2019 Wastewater Rate Study



annual population growth between the 20-year period of 2017 and 2037 of about 0.6%.
The General Plan indicates Mineral will have limited growth opportunities due to limited
availability of services. As such, an average annual growth rate of 0.3% was utilized

herein.

Historical wastewater connection data is shown in Figure 2. The values shown are for
all active use classifications. As shown therein, the number of connections has
remained primarily unchanged for about the last 20 years. Figure 3 summarizes the
number of active customer accounts, as well as the estimated amount of annual
wastewater discharged by each class of customer. As expected, wastewater
discharged by non-residential users represents a much higher proportion of wastewater

discharge than is reflected by the percentage of those customer accounts.

B. WASTEWATER EXPENDITURES

District wastewater expenditures for O&M and replacement of capital projects are
normally made from the District’s Nonmajor Wastewater Enterprise Fund. Table 3 is a

summary of Wastewater Enterprise expenditures from FY 12-13 through FY 18-19.

Historically, the District has not funded depreciation. It is recommended an amount
equal to the annual depreciation be put back into rehabilitation and replacement of the

existing collection and treatment systems.

Currently, 100% of the District’'s actual annual depreciation is about $39,220 per year. It
is important to note that depreciation was determined based on the straight line
depreciation method and does not include any consideration for inflation. Even if 100%
of depreciation had been funded since its inception, there may have been enough funds
to complete the currently recommended improvement project; however, there would not
be adequate funds to replace the entire system in today’s economy. Some of the

original equipment has already met its useful service life and has been replaced.

Tehama County Sanitation District No. 1 Mineral 2
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A rate increase funding 100% of depreciation at this time would result in an additional
increased annual rate of $170 per HE and would result in a Year-End
Depreciation/Extraordinary O&M Reserve of about $196,000 at the end of five years.
This is in comparison to an additional increased annual rate of about $88 per HE if 50%
of annual depreciation were to be funded, with about $98,000 set aside for a Year-End

Depreciation/Extraordinary O&M Reserve at the end of five years.

Given the proposed collection and treatment improvement project costs, a rate increase
funding 100% of depreciation at this time would put a significant burden on District
residents. As such, it is recommended 50% of depreciation be funded as part of this
rate increase, with the intent that 100% will eventually be funded in subsequent rate

increases.

lll. WASTEWATER RATE DEVELOPMENT

A. CURRENT WASTEWATER RATE REVENUE REQUIREMENT

Analysis of the projected FY 20-21 wastewater rate revenue requirement is based on
the District's FY 19-20 adopted budget. The annual District's Wastewater Enterprise
rate revenue requirement is based on wastewater system O&M cost, plus replacement
of capital improvement needs, less other wastewater system revenues such as property

taxes, interest earnings, and other income.

The District’'s FY 19-20 Wastewater Enterprise budget indicates annual wastewater
expenditures of $401,090 (not including depreciation) and revenues of $391,295. Thus,
the current rate structure is not adequate to meet FY 19-20 revenue needs by $9,795.

It is important to note, this budget anticipated a large amount being spent on
professional and special services associated with the State Water Resources Control
Board (SWRCB) Clean Water State Revolving Fund (CWSRF) Planning Grant. While
State aid was included in the revenue budget, it was not anticipated to be large enough
to cover the associated expenditures. In the future, this will not likely be the case.

However, anticipated expenditures do not include the impending collection and

Tehama County Sanitation District No. 1 Mineral 3
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treatment improvement project costs or any other improvements anticipated in the near
future as shown in the capital improvement plan (CIP) included in the 2019 Wastewater
Master Plan (WWMP).

Current budgeted expenditures anticipate the existing long-term WWTP Chief Plant
Operator continuing to provide part-time contract operations at a cost of only about
$22,500 per year. However, he has expressed a desire to get out of the contract
operations business sooner rather than later. This budgeted salary will likely be
inadequate to attract another Grade 3 Chief Plant Operator for his replacement in
subsequent years, which is the minimum required license for the Mineral WWTP. It
may also be difficult for the District to find a replacement willing to work less than part
time. PACE provides on-call contract operations for the District when needed to cover
for the normal operator; however, if PACE were to take a more regular role in the
Mineral WWTP operations, costs would be upwards of about $80,000 per year. As
such, rates recommended herein anticipate the District will be paying an increased
annual salary of $50,000 in future years to enable replacement of the part-time
operator. This rate study should be updated if/when another operator is hired at a

different salary than that assumed herein.

B. COST OF SERVICE ANALYSIS

There are a number of ways to allocate costs for rate setting purposes. Some are
rather complex, requiring a significant effort to develop and administer. Others are
somewhat simpler to develop, understand, and administer. As discussed previously
herein, the District’s current rate structure is flow based and does not take waste
strength into account. This is generally an acceptable approach for relatively small

systems with minimal commercial and industrial users.

The current rate structure was developed based on fixture counts (i.e., toilets, sinks,
baths/showers, etc.) established in the past. The County requested the basis of the
current rates remain the same for this Rate Study given the significant changes already
anticipated to take place, as the justification for most rates is clear and understood.

Tehama County Sanitation District No. 1 Mineral 4
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However, it is recommended the basis of these user fees be updated based on actual
wastewater flows, or at least the number of fixtures be verified for all non-residential
connections that may have changed in more recent years, during completion of the next

rate study.

C. MULTI-YEAR FINANCIAL PLAN GUIDELINES

To develop recommendations regarding future rates, a multi-year financial plan for the
District’'s Wastewater Enterprise was developed, which considered both capital and

operating programs.

Capital Projects

The District's 2019 WWMP recommended several improvements needed to correct
existing deficiencies. A prioritized list of the specific improvements, including those
recommended in Table 10 of the 2019 WWMP, is shown here again in Table 4 for
clarity. Project costs included in the recommended rates herein include those
recommended in the immediate and near terms of the 2019 WWMP. One exception to
this is replacement of the WWTP motor control center (MCC).

Replacement of the MCC was included in the near-term period of the 2019 WWMP
given that it is more than 20 years old and has met its useful service life. However,
experience has proven that often once one part of the electrical system gets improved,
additional issues arise with remaining original and outdated electrical components that
were previously unknown. As such, it is typical to upgrade the entire electrical system
all at once when needed. Since the MCC has been functioning appropriately, it is
recommended replacement be done at a later date if/when significant work is needed
on the complete electrical system. In the meantime, the District intends to have an

electrician service the MCC and ensure no improvements are needed at this time.

Estimated project costs from Table 4 have been updated to December 2019 dollars in the
projected expenditures. Additional costs have also been added for immediate replacement
of the ten mechanical deficiencies identified via closed circuit television (CCTV) inspection

that were previously inadvertently left out of the 2019 WWMP CIP. Costs were also added
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to replace the hydropneumatic bladder tank in the WWTP Control Building, which has

never been serviced and has met its useful service life.

Table 4 also indicates the approximate allocation of project costs to the replacement
and growth categories. Replacement category improvements include replacement
and/or upgrade of existing infrastructure to improve its effectiveness. Typically,
replacement-related improvements are funded by service charges and growth-related
improvements are funded by new development. However, lenders must be assured
they will be repaid and are often reluctant to accept a financial plan dependent upon
projected fees from future growth. Therefore, it is normally necessary to cover debt
service for improvements with service charges. Due to the magnitude of the
recommended improvements in Table 4 and the relatively small number of HEs, capital
improvement funding will need to be included in the District’'s wastewater financial plan

for the foreseeable future.

A similar approach can be utilized when growth-related improvements are funded with
District funds, wherein future capacity charges can be used to reimburse the utility over
time. Refer to the Financial Considerations section of the 2019 WWMP for details of
recommended capacity charges related to growth. As shown in Table 4, no
improvements are anticipated to be needed in the next 20 years to accommodate

growth.

In 2015, the District qualified for CWSRF Proposition 1 Small Community Grant funding
for completion of this Rate Study. However, since that time, it has become questionable
if Mineral meets the CWSRF requirement that at least 50% of the dwellings must be the
primary dwelling of permanent residents who reside in the community at least six
months of the year to be eligible for any construction grant or loan funds. Per CWSRF,
there will soon be a new way to determine eligibility of seasonal communities. As such,

it is unknown if any CWSRF grant or loan funding will be available.

Tehama County Sanitation District No. 1 Mineral 6
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The District currently qualifies as a disadvantaged community with a median household
income (MHI) of $49,766, or just 74% of that of the state according to the American
Community Survey (ACS) 2013 to 2017 Five-Year Estimate. Therefore, if they are
found to be eligible for CWSRF funding, the District would qualify for up to 75%
construction grant funding if wastewater rates were at least 1.5% of the MHI (an annual

single-family residential rate of $746.49).

However, if CWSRF determines the District does not meet the future permanent
residency requirement, alternative funding will need to be pursued. The United States
Department of Agriculture Rural Development (USDA RD) funding program currently
utilizes the ACS 2006 to 2010 Five-Year Estimate to determine eligibility for grant funding.
The corresponding District MHI for this time period is $64,583, or even more than that of
the state. Furthermore, USDA RD typically requires wastewater rates to be upwards of
2% of the MHI to be considered for grant funding. As such, USDA RD would not currently
have any grant funding available for District construction projects. Instead, low-interest
loan funding would be available at a market rate currently at 3.0% for a maximum 40-year
loan term. USDA RD does not have a permanent residency requirement to be eligible for
loan funding like CWSRF does. This would result in an annual loan payment of
approximately $42,700, which includes a 10% debt reserve and a short-lived assets
reserve as required by USDA RD. Final financing details will depend on the funding
climate at the time of final funding approval.

The Department of Water Resources (DWR) provides grant funding through the
Integrated Regional Water Management (IRWM) program. This program does not require
an agency to be disadvantaged to receive grant funding; however, the first round of
projects recommended for funding have already been selected. It is also unknown if the
IRWM program will continue much farther into the future after the last round of funding is
completed. Additionally, the IRWM program is a competitive grant process with
applications being scored on a regional basis. To receive a higher scoring, IRWM
typically wants to fund shovel-ready projects where design, environmental, etc., has
already been completed. Unfortunately, this is not the case for the District’s

recommended improvements.
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Most funding programs require some type of economically disadvantaged status and/or
require that at least 50% of the service area dwellings be the primary dwelling of
permanent residents at least six months out of the year to be eligible for grant funding.
Given the high number of seasonal District residents, it is likely future improvements
recommended herein will need to be funded via loans. Repayment of these loans will
likely need to be funded via either wastewater rates, an assessment district, or a

community facilities district.

Since the future availability of CWSRF funding is questionable, the rate increase
recommended herein assumes no grant funding will be available and USDA RD loan
funding will be pursued. Resulting rates would equate to about 2% of the current MHI;

however, the ACS updates MHI estimates each year.

Operating Reserve

Operation reserves ranging from 10% to 40% of annual operating costs are common for
public wastewater utilities. The District does not currently have an operating reserve, as
wastewater rates are not yet adequate for revenues to reliably meet expenditures each
year. Itis recommended the District maintain an operating reserve equal to at least 20% of

total expenses, less on-going capital projects.

Debt Service Reserve

Many funding agencies require a 10% debt reserve account be maintained to assure
annual debt payments can be made. If or when a loan is obtained for needed capital

improvements, the District will likely need to establish this reserve account.

Additionally, if a USDA RD loan is obtained, a short-lived assets reserve account will be
required. The short-lived assets reserve is intended to provide the means for
accumulating funds to replace equipment and materials that have useful lives of five to

15 years.
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Financial Plan Assumptions

The following is a list of the primary assumptions used in developing the updated

multi-year financial plan:

e Future O&M costs will generally increase at 3% per year starting in FY 20-21,
which is about equivalent to the average annual increase in the Consumer
Price Index over the last three years.

e The number of wastewater HEs will increase at 0.3%, or approximately 3 HEs,
in five years.

e The $1,025,300 project cost will be financed in part via a 100% USDA RD
40-year loan at a 3% interest rate. Final financing details will depend on the
funding climate at the time of final funding approval. The District should
utilize the ENR CCI for projection of future capital improvement project costs.
Higher than projected construction inflation may require adjustments to the
proposed rate schedule.

e Maintain the existing rate structure, typically based on HEs determined from
WWTP ADWF and past fixture counts for non-residential users.

e Maintain a separate Operation Reserve Fund of 20% of the annual operating
and debt service expense less on-going capital projects.

e Maintain a separate Depreciation/Extraordinary O&M Reserve Fund to pay for
replacement of major wastewater process components scheduled within the
20-year CIP. To minimize impacts to rate payers, only 50% of the total
depreciation is recommended to be funded as part of this rate increase.

e Maintain a separate Capital Improvement/Capacity Expansion Reserve Fund
for growth-related improvements and charge 100% of the recommended
value.

e Maintain a separate Debt Service Reserve Fund equal to 10% of the debt
service iffiwhen a USDA RD loan is obtained.

¢ Maintain a separate Short-Lived Asset Reserve Fund if/when a USDA RD

loan is obtained.
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¢ Fund all immediate and near-term improvements recommended in the
2019 WWMP, with the exception of MCC replacement.

e Fund $50,000 per year toward replacement of the current long-term, part-time
Mineral WWTP Grade 3 Chief Plant Operator.

Financial Plan Results

A five-year projection of the District's Wastewater Enterprise’s budgeted and projected

expenses is shown in Table 5.

Table 6 presents a summary of the five-year financial plan values based on the proposed
rate increases for each year and includes the year beginning fund balances, revenues, and
expenditures for the District’'s Wastewater Enterprise Fund. The year-end operating reserve
funds will fluctuate due to project implementation but should begin FY 25-26 with an

operating reserve of about $54,300 and approximately $85,400 in debt reserve.

A summary of the wastewater utility revenue and expenditures associated with the
proposed rate structure is shown on Figure 4. As indicated by this bar graph, the new rate
structure will increase revenues such that projected expenditures can be met.
Approximately $84,400 will be set aside for Capital Improvement/Capacity Expansion Fees
by the end of FY 24-25 if three HEs are added due to growth in the five-year period. This
assumes a capacity charge of $11,200 per HE will be implemented as recommended in the
2019 WWMP. Additionally, about $98,000 of reserve fees will be set aside to fund
improvements of aging infrastructure at the end of FY 24-25.

D. PROPOSED WASTEWATER RATES

Proposed wastewater rates shown in Table 6 will increase the typical annual residential
bill once over the next five years by an annual increase of $474.72 (92%) in FY 20-21 to
fund necessary improvements and have revenues meet expenditures. It is important to
note that the proposed rate increases recommended herein include funding of 100%

loan costs for capital improvement projects. Non-residential accounts were projected to

increase by the same percentages.
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Consideration was given to increasing rates over multiple years at smaller increases for
a more gradual impact to rate payers. However, ultimately this would result in higher
rates at the end of the five-year period considered herein and less reserve funds, which

is not beneficial to either the rate payers or the District.

Additionally, if rates are increased more slowly, necessary improvements will not be
constructed in a timely manner as recommended. Adequate O&M and depreciation

reserve funds will also not accumulate, and future improvements will be delayed.

A comparison of wastewater rates for neighboring wastewater systems is shown in
Figure 5. It is important to keep in mind there are a number of factors affecting an

entity’s wastewater rates, such as:

e Age and condition of the existing collection and treatment system, as well as
the number of lift stations in the system.

e Wastewater treatment processes and method of effluent disposal.

e Method used to finance latest system expansion and the capacity remaining.

e Date of latest master plan or rate study and planned future rate increases.

The SWRCB publishes a biyearly report entitled Wastewater User Charge Survey
Report (User Charge Report). The FY 16-17 report surveyed 591 California service
areas, seven of which were in Tehama County. Per the FY 16-17 User Charge Report,
the average monthly wastewater rate, not including waste strength-based rates, for
100 agencies with a population under 1,000 was $55.84 ($670.08 annually), with a
high of $188.17 ($2,258.04 annually). Average wastewater rates not including waste
strength-based rates for 40 agencies with tertiary treatment was $51.01 ($612.12
annually), with a high of $188.17 ($2,258.04 annually). This comparison indicates
after the one-time rate increase is in effect, the proposed District monthly rate of

$82.56 ($990.72 annual rate) will be in line with current rates of similar communities.
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Before adopting any new rates, County counsel should be consulted and shown the
2019 WWMP and this Rate Study to ensure the process is done correctly pursuant to

Proposition 218 and government code.

Tehama County Sanitation District No. 1 Mineral
2019 Wastewater Rate Study

12



TABLES



TABLE 1

Tehama County Sanitation District No. 1 Mineral
2019 Wastewater Rate Study
Recommended Annual Wastewater Rates

Existing| Proposed | Proposed | Proposed | Proposed | Proposed

FY 19-20( FY 20-21 FY 21-22 FY 22-23 FY 23-24 FY 24-25
Single-Family Flat Rate per Unit $516.00 | $990.72 $990.72 $990.72 $990.72 $990.72
Non-Residential Flat Rate per HE (see notes) $516.00 $990.72 $990.72 $990.72 $990.72 $990.72

single-family household.

2. Non-residential HEs based on historical fixture counts.

1. One household equivalent (HE) equals 148 gallons per day of wastewater flow, which is the estimated flow from a typical
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TABLE 2
Tehama County Sanitation District No. 1 Mineral
2019 Wastewater Rate Study
Historical and Current Wastewater Rates
Year Single-Family Annual Rate
2001 $260
2002 $260
2003 $260
2004 $260
2005 $260
2006 $260
2007 $260
2008 $260
2009 $516
2010 $516
2011 $516
2012 $516
2013 $516
2014 $516
2015 $516
2016 $516
2017 $516
2018 $516
2019 $516
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TABLE 3
Tehama County Sanitation District No. 1 Mineral
2019 Wastewater Rate Study
Historical Wastewater Enterprise Expenditures

Actual Actual Actual Actual Actual Actual Actual
No. |Account [Title (FY 12-13) | (FY13-14) | (FY 14-15) | (FY 15-16) | (FY 16-17) | (FY 17-18) | (FY 18-19)
1 |51011 Extra Help - - $0 $16,205 $15,371 $18,035 $20,479
2 151021 OASDI - - $0 $1,240 $1,176 $1,363 $1,567
3 [51031 Unemployment Insurance - - $0 $81 $61 $72 $82
4 153110 Clothing & Personnel Supp $28 $0 - - $48 $0 $64
5 153120 Communications $1,170 $1,319 $1,179 $1,305 $1,295 $1,384 $1,412
6 (53140 Household Expense $0 $0 $44 $18 $0 $0 $0
7 153150 Insurance $8,332 $9,132 $9,091 $8,809 $9,164 $9,008 $9,314
8 [53170 Maintenance of Equipment $3,462 $1,228 $0 $658 $0 $19 $0
9 (53180 Mtce Struct-Imprv-Ground $14 $0 $0 $463 $109 $550 $7
10 (53200 Memberships & Dues - - - - $371 $390 $402
11 153220 Office Expense $264 $293 $200 $58 $0 $636 $714
12 53230 Professional/Special Serv $86,734 $102,407 $67,435 $58,688 $100,162 $205,549 $91,601
13 [53240 Publication/Legal Notices $0 $0 - - $387 $187 $187
14 153270 Small Tools & Instruments $161 $79 $110 $662 $237 $1,382 $1,050
15 (53280 Special Departmental Exp $5,144 $5,478 $6,261 $5,026 $5,369 $5,444 $6,017
16 |53290 Employee Travel/Training $635 $117 $0 $0 $0 $0 $0
17 153300 Utilities $7,756 $5,626 $4,107 $5,104 $5,758 $6,023 $5,813
18 155490 Depreciation $39,221 $39,560 $39,560 $0 $39,560 $39,418 $0
19 |57608 Special Dept Equipment $0 $0 - - $0 $0 $0
20 (59000 Contingency $0 $0 $0 $0 $0 $0 $0
21 Totals $152,921 $165,239 $127,987 $98,317 $179,068 $289,460 $138,709]
22 Percent Change: 8% -23% -23% 82% 62% -52%
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TABLE 4
Tehama County Sanitation District No. 1 Mineral

2019 Wastewater Rate Study
2019 WWMP Recommended Capital Improvements

ESTIMATED cOST®

Immediate Intermediate
Item Term Near-Term Term Long-Term | % Attributed |Cost Attributed
No. DESCRIPTION (2019-2022) (2023-2027) (2028-2032) (2033-2037) to Growth to Growth
GENERAL COLLECTION SYSTEM IMPROVEMENTS
1 Replace 485' of 6" Beresford Sewer with 6" (Pts. 3 to 4) $75,000 0% $0
2 |Replace 450' of 6" Husky Sewer with 6" (Pts. 4 to 6) $70,000 0% $0
3 Replace 250' of 6" Easement Sewer with 6" (Pts. 7 to 5) $40,000 0% $0
4 |Replace 150" of 6" Amanda Sewer with 6" (Pts. 8 to 9) $30,000 0% $0
5 |Replace 4 Aging Manholes $40,000 0% $0
6 |Parallel 2,800' of 8" HWY 36 Sewer with 8" (Pts. 1 to 2)® $500,000 0% $0
7 1&! Flow Monitoring $20,000 $20,000 $20,000 $20,000 0% $0
GENERAL COLLECTION SYSTEM IMPROVEMENTS SUBTOTAL: $205,000 $90,000 $520,000 $20,000 $0
Planning, Engineering, and Other Indirect Costs (30%): $62,000 $27,000 $156,000 $6,000 $0
Construction Contingency (30%): $62,000 $27,000 $156,000 $6,000 $0
TOTAL ESTIMATED COLLECTION SYSTEM PROJECT COSTS: $329,000 $144,000 $832,000 $32,000 $0
WWTP IMPROVEMENTS
8 UPS and Remote Monitoring $10,000 0% $0
9  |Alarm Auto Dialer Upgrades $15,000 0% $0
10 |Replace Filter Supply Pumps $30,000 0% $0
11 |Manual Transfer Switch $15,000 0% $0
12  |Fall Prevention System for Aeration Basin Outlet Structure $10,000 0% $0
13 |Percolation Pond Steps and Railing $20,000 0% $0
14 [MCC $100,000 0% $0
15 |Aeration Basin Sludge Removal $100,000 0% $0
WWTP IMPROVEMENTS SUBTOTAL: $100,000 $100,000 $0 $100,000 $0
Planning, Engineering, and Other Indirect Costs (30%): $30,000 $30,000 $0 $30,000 $0
Construction Contingency (30%): $30,000 $30,000 $0 $30,000 $0
TOTAL ESTIMATED WWTP PROJECT COSTS: $160,000 $160,000 $0 $160,000 $0
TOTAL ESTIMATED PROJECT COSTS: $489,000 $304,000 $832,000 $192,000 $0
Cumulative Project Costs: $489,000 $793,000 $1,625,000 $1,817,000
Total Cumulative Project Costs w/o Growth Components| $1,817,000
Average Yearly Cost for 20 Years: $90,850
Number of Existing HEs: 250
Notes: Average Yearly Cost per HE!| $363.40
1. Based on a 0.3% annual growth rate. Additional HEs Over Next 20 Years: 15
2. All costs in September 2019 dollars at an ENR index of 11311. Additional Future Capacity Charge per HE: $0.00
3. Will need to parallel with 10-inch if 25% &I reduction not completed first. Recommended Capacity Charge: $11,200
Total Future Recommended Capacity Charge: $11,200
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Tehama County Sanitation District No. 1 Mineral

TABLE 5

2019 Wastewater Rate Study
Wastewater Enterprise Budgeted and Projected Expenditures

No Account Title Inflation Factor Budgeted Projected Projected Projected Projected Projected |Totals (FY 20-21
(FY 19-20) (FY 20-21) (FY 21-22) (FY 22-23) (FY 23-24) (FY 24-25) | thru FY 24-25)
1 51011 |Extra Help!” 3% $22,500 $50,000 $51,500 $53,045 $54,636 $56,275 $265,457
2 51021 OASDI 3% $1,722 $1,774 $1,827 $1,882 $1,938 $1,996 $9,417
3 51031 Unemployment Insurance 3% $68 $70 $72 $74 $77 $79 $372
4 53110 |Clothing & Personnel Supp 3% $100 $103 $106 $109 $113 $116 $547
5 53120 |Communications 3% $1,600 $1,648 $1,697 $1,748 $1,801 $1,855 $8,749
6 53140 |Household Expense 3% $100 $103 $106 $109 $113 $116 $547
7 53150 |Insurance 3% $12,300 $12,669 $13,049 $13,441 $13,844 $14,259 $67,261
8 53170 |Maintenance of Equipment 3% $5,000 $5,150 $5,305 $5,464 $5,628 $5,796 $27,342
9 53180 Mtce Struct-Imprv-Ground 3% $700 $721 $743 $765 $788 $811 $3,828
10 53200 |Memberships & Dues 3% $400 $412 $424 $437 $450 $464 $2,187
11 53220 |Office Expense 3% $100 $103 $106 $109 $113 $116 $547
12 53230 |Professional/Special Serv 3% $50,000 $51,500 $53,045 $54,636 $56,275 $57,964 $273,420
13 53240 |Publication/Legal Notices 3% $200 $206 $212 $219 $225 $232 $1,094
14 53260 |Rent/Lease of Buildings 3% $500 $515 $530 $546 $563 $580 $2,734
15 53270 |Small Tools & Instruments 3% $1,200 $1,236 $1,273 $1,311 $1,351 $1,391 $6,562
16 53280 |Special Departmental Exp 3% $12,000 $12,360 $12,731 $13,113 $13,506 $13,911 $65,621
17 53290 |Employee Travel/Training 3% $150 $155 $159 $164 $169 $174 $820
18 53300 [Utilities® 3% $5,500 $6,205 $6,391 $6,583 $6,780 $6,984 $32,943
19 59000 |Contingency 3% $6,820 $7,025 $7,235 $7,452 $7,676 $7,906 $37,295
20 County Budgeted Total: $120,960 $151,954 $156,512 $161,208 $166,044 $171,025 $806,743
21 |Wastewater Collection and Treatment Improvement Projects
22 |Replace Pipeline Mechanical Deficiency (roots, holes, etc.) $0 $0 $0 $0 $30,000 $0 $30,000
23 |Replace 485' of 6" Beresford Sewer with 6" $0 $0 $0 $0 $97,000 $0 $97,000
24 |Replace 450' of 6" Husky Sewer with 6" $0 $0 $0 $0 $90,000 $0 $90,000
25 |Replace 20' of 6" Easement Sewer with 6" $0 $0 $0 $0 $5,000 $0 $5,000
26 |Replace 150' of 6" Amanda Sewer with 6" $0 $0 $0 $0 $30,000 $0 $30,000
27 |Replace 4 Manholes $0 $0 $0 $0 $40,000 $0 $40,000
28 [Replace Hydropneumatic Bladder Tank $0 $0 $0 $0 $10,000 $0 $10,000
29 |UPS and Remote Monitoring $0 $0 $0 $0 $20,000 $0 $20,000
30 |Alarm Auto Dialer Upgrades $0 $0 $0 $0 $10,000 $0 $10,000
31 [Replace Filter Supply Pumps $0 $0 $0 $0 $30,000 $0 $30,000
32 [Manual Transfer Switch $0 $0 $0 $0 $12,000 $0 $12,000
33 [Percolation Pond Steps and Railing $0 $0 $0 $0 $20,000 $0 $20,000
Mobilization, Dewatering, Bypass Pumping, Submittals,
34 |Bonds, Insurance $0 $0 $0 $0 $105,000 $0 $105,000
35 Subtotal: $0 $0 $0 $0 $499,000 $0 $499,000
36 Construction Contingency (30%): $0 $0 $0 $0 $149,700 $0 $149,700
Environmental, Engineering, Assessment District & Indirect Costs

37 (30%): $0 $0 $0 $0 $194,600 $0 $194,600
38 Inflation Adder @ 5% Per Year: $0 $0 $0 $0 $182,000 $0 $182,000
39 Total Estimated Project Cost: $0 $0 $0 $0| $1,025,300 $0 $1,025,300
40 Rate-Funded Expenditures: $0 $0 $0 $0 $254,441 $0 $254,441
41 Loan-Funded Expenditures: $0 $0 $0 $0 $770,859 $0 $770,859
42 |Debt Service
43 |Existing debt service $33,495 $33,118 $32,718 $32,795 $32,828 $32,815 $164,273
44 |New debt service on USDA RD Loan® $0 $0 $0 $0 $42,700 $42,700 $85,400
45 Subtotal: $33,495 $33,118 $32,718 $32,795 $75,528 $75,515 $249,673
46 |Internal Services
47 55490  [Depreciation™® 0% $39,220 $39,220 $39,220 $39,220 $39,220 $39,220 $196,100
48 Total Expenditures: $193,675 $224,291 $228,450 $233,223 $280,792 $285,760 $1,252,516

N

» W

. Assumes part-time Grade 3 Chief Plant Operator salary of $50,000.
. Assumes an additional $45 per month for remote monitoring cell service improvements.
. Based on 100% 40-year USDA RD loan at 3% interest.

. Depreciation is not currently funded.
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TABLE 6
Tehama County Sanitation District No. 1 Mineral
2019 Wastewater Rate Study
Summary of Wastewater Enterprise Financial Plan - 50% Depreciation Funded
Budgeted Projected Projected Projected Projected Projected
No. (FY 19-20) (FY 20-21) (FY 21-22) (FY 22-23) (FY 23-24) (FY 24-25)
1 |WASTEWATER RATES
2 Single-Family Annual Service Charge: $516.00 $990.72 $990.72 $990.72 $990.72 $990.72
3 Single-Family Annual Increase: $474.72 $0.00 $0.00 $0.00 $0.00
4 Single-Family Monthly Increase: $39.56 $0.00 $0.00 $0.00 $0.00
5
6 |ESTIMATED NUMBER OF SINGLE-FAMILY CONNECTION EQUIVALENTS
7 |Beginning of Year HEs 251 251 251 252 253
8 |Estimated Additional HEs due to Growth" 0 1 1 1 1
9 |Estimated Year-End HEs 251 251 251 252 253 254
10
11 _|BEGINNING FUNDS AVAILABLE BALANCE: | $0] $14,805] $98,304] $178,384] $254 441] $29,238
12
13 [REVENUES
14 [Fixed Service Charges $129,260 $248,180 $248,920 $249,670 $250,420 $251,170
15 [1995 Assessment $40,000 $40,000 $40,000 $40,000 $40,000 $40,000
16 Total Revenue: $169,260 $288,180 $288,920 $289,670 $290,420 $291,170
17
18 [EXPENDITURES
19 |County Budget $120,960 $151,954 $156,512 $161,208 $166,044 $171,025
20 |[Improvement Projects Paid by Rates $0 $0 $0 $0 $254,441 $0
21 |Existing debt service $33,495 $33,118 $32,718 $32,795 $32,828 $32,815
22 |New debt service on USDA RD Loan $0 $0 $0 $0 $42,700 $42,700
23 |Depreciation $0 $19,610 $19,610 $19,610 $19,610 $19,610
24 Total Expenditures‘z): $154,455 $204,681 $208,840 $213,613 $515,623 $266,150
25
26 YEAR-END BALANCE/OPERATING RESERVE:| $14,805| $9B,304| $178,384| $254,441| $29,238| $54,258|
27
28 YEAR-END CAPITAL IMPROVEMENT FEES®: | $0| $0| $8,417| $16,859| $25,326| $33,819
29
30 YEAR-END OPERATING RESERVE(4):| 9.6% 48.0% 85.4% 119.1% 11.2% 20.4%
31
32 YEAR-END DEPRECIATION/EXTRAORDINARY O&M RESERVE‘S):| $°| $19,61°| $39,22°| $58,83°| $78:44°| $98,050
33
34 ANNUAL INCREASE IN USER CHARGE: | | 92.0%| 0.0%] 0.0%] 0.0%] 0.0%
1. Based on annual growth rate of 0.3%.
2. Excluding unfunded 50% depreciation expense.
3. Capital Improvement Fees are for growth related improvements and are not used for operating expenses.
4. Percentage operating reserve is based on the year end Operating Reserve Fund Balance divided by Total Expenditures less Capital Projects.
5. Depreciation/Extraordinary O&M reserve fees are for aging infrastructure replacement and are not used for operating expenses. 50% of depreciation will be funded as part of this rate increase.
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